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KEY ECONOMIC INDICATORS 


In Millions of U.S. dollars unless noted 
(B$1 = US$1) 


1984 1985 1987 
(proj) 


Domestic Economy 
GDP, current dollars 1706.3 1814.6 : 2088.4 


Per Capita GDP (dollars) 7466 7769 8560 


Tourist Arrivals(millions) 2.32 2.63 3.19 
Tourist Expenditures 801.5 995.4 1210.1 


Population, Employment 
And Prices 


Population 228,553 238,720 243,972 
Population growth (%) 2.2% 2.2% 2.2h 
Labor force N/A 110,900 N/A 
Unemployment (%) N/A 12% N/A 


Balance of Payments 
Exports (FOB) 261.9 293.7 327.6 


Imports (FOB) 866.2 1021.0 1102.2 
Trade Balance -604.3 -727.3 -744.60 
Current account balance -44.5 -13.1 -7.1 
External debt (Central 

Govt. and Public Corps.) 511.9 604.3 N/A 
Debt Service (Central 

Govt. and Public Corps.) 54.9 ‘ 141.2 N/A 

- as % non-oil 

merchandise exports 48% N/A 
Foreign Exchange 

Reserves (year end) 226.8 246.9 


U.S. Trade and Investment 
U.S. exports to The 
Bahamas (FAS) 
-as a % of all exports 
to The Bahamas 


U.S. imports from The 
Bahamas (CIF) 

- as a % of all imports 
from The Bahamas 

Trade Balance 


U.S. Investment 


N/A = NOT AVAILABLE 





SUMMARY : 


The Bahamian economy continued to expand in 1986. Gross 
domestic product (GDP) increased 8 percent in that year. On the 
strength of tourism, expenditures passed the $1 billion mark for 
the first time. The numbers of visitors were split nearly 
evenly between stopover and cruise ship visitors. Stopover 
visitors continue to supply the vast majority of tourist dollars 
spent. Banking continued to be the number two pillar of the 
economy, while construction is showing the first signs of a 
possible slowdown. Declining oil prices have helped to narrow 
the current account deficit, but the Bahamas remains dependent 
on imports. Best prospects for American exports continue to be 
foodstuffs, chemicals, furniture, petroleum, and consumer 
durables. 


I. CURRENT ECONOMIC SITUATION AND TRENDS 
A. NATIONAL PRODUCTION 


The Bahamas is a stable middle income developing nation whose 
robust economy is based principally on tourism, and offshore 
banking and finance. The agricultural and industrial sectors 
are comparatively small, but significant nontheless. Nominal 
GDP has grown at a 6.5 percent average annual rate from 
1983-1986. A strong 8 percent GDP increase was recorded in 
1986, with GDP estimated at $1.96 billion. Per capita GDP stood 
at $8,202, one of the highest figures in the region. 

Significant GDP growth should continue in 1987, with nominal GDP 
projected at $2.09 billion. Given the 2.2 percent population 
growth expected for 1987, per capita GDP should increase at a 
slightly lower rate of 4 percent, to $8,560. 


The Bahamas remains the leading Caribbean tourist destination, 
and the tourism sector has long been the engine of the Bahamian 
economy. Tourism typically generates about 50 percent of total 
GDP and directly or indirectly employs 40,000-50,000, roughly 
half of the total work force. 


During 1980-85, tourist arrivals increased an average 6.5 
percent per year, due most significantly to a sharp three-fold 
increase in cruise ship visitors. Also, tourist expenditures 
increased significantly in this period from $595.5 million in 
1980 to $995.4 million in 1985. The U.S. comprises 90 percent 
of the tourist population. 
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Tourism enjoyed another record year in 1986, with total tourist 
arrivals increasing 14 percent to 3.01 million, divided roughly 
equally between stopover visitors (1.338 million) and cruise 
ship visitors (1.49 million). Tourist expenditures cracked the 
billion dollar mark for the first time in 1986, increasing 12 
percent to $1.13 billion. 


Another record year is projected for the tourism sector in 1987, 
due to both sustained economic growth in the United States and 
to continuing Bahamian efforts to increase hotel supply and 
tourist attractions, including extensive renovations to the 
major casinos, the opening of a new water theme attraction and 
the beginning of construction of a major new hotel in the Cable 
Beach area. Stopover visitors and cruise visitors are expected 
to increase by approximately 7 percent in 1987; total tourist 
arrivals are projected at 3.19 million. Growth rates for 
tourist expenditures are expected to exceed the above growth 
rates, as expenditures by stopover visitors should increase 9 
percent and expenditures by cruise visitors 8 percent, for a 
projected total of $1.21 billion in 1987. 


The banking and finance sector is characterized as the second 
pillar of the Bahamian economy. The Bahamas is considered the 
largest Euro-lending Center outside of London. Banking 
typically accounts for roughly 8 percenz of GDP. Expenditures 
by financial institutions in 1986 are estimated at $147.3 
million. Expenditures typically include salaries, acquisition, 
construction and rental of office space, and government fees 
(license and registration fees, stamp duties, and work 
permits). Approximately 3,126 persons were employed by the 375 
banks and trust companies present in the country. Bahamians 
comprise 93 percent of the banking community. 


The industrial sector, sluggish since 1984 due to slowdowns at 
the oil refinery and the cement factory, has been on the move 
again on the strength of increases in pharmaceutical 
production. Available data for 1986 show production in this 
subsector up 18 percent over 1985. 


Construction continued to increase in 1985 and 1986, continuing 
a boom that dates to 1983. Construction permits and starts in 
1985 increased 17 percent and 10 percent, respectively, over 
1984 figures; the combined estimated value of these categories 
totaled $300 million. Meanwhile, in 1985, construction 
completions were valued at $10] million, the highest level ever 
recorded in this category. However, there are some initial 
indications that the construction boom may be slowing down. 
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While 1986 construction completions increased both in value (32 
percent, $115.8 million) and in number (14 percent, 1,984), 
construction starts increased in value (22 percent, $172.3 
million), though not in number (2,113); construction permits 
declined 10 percent, the first drop since 1982. 


Export data suggest that the small agricultural and fishing 
sector has contracted, although data on production for the 
domestic market which could confirm that trend was not 
obtainable. However, it is unlikely that this sector accounted 
for more than 4 percent of GDP. 


B. BALANCE OF PAYMENTS AND TRADE 


The Bahamas balance-of-payments position is typified by a large 
negative trade balance, which is largely offset by a large 
inflow of foreign exchange in the services account via tourism. 
Over the last few years, the capital account has shown a shift 
towards net outflows, primarily because the Government of the 
Bahamas and its public corporations began repayments of loans 
contracted earlier in the decade. Private capital outflows also 
reflect repayments of previously contracted debt. 


Paradoxically, international reserves have continued to increase 
uninterruptedly since 1978. At the same time, errors and 


omissions have swung erratically with little official 
explanation. Unrecorded private capital flows attracted by 
interest rates have been offered as a partial explanation. 


Imports for 1986 totaled $1.02 billion, up 3 percent over 1985. 
Imports of oil for local consumption dropped 38 percent to $112 
million, continuing a 5-year reduction in oil prices and 
consumption. At the same time, merchandise trade imports grew 
12 percent to $909 million, continuing a 5-year increase in that 
account. Exports for 1986, declined slightly to $293.7 million, 
due to a decline in reexported products, beverages, tobacco, and 
machinery. The services account increased its strong positive 
position 8 percent to $707.5 million. As a result, the current 
account deficit narrowed to $13.1 million, the smallest deficit 
Since 1980. 


The capital account deficit was also narrowed 1986, to just $9.3 
million, following a slowdown in the repatriation of private 
long term capital and a slight inflow of government capital. 
While the errors and omissions account narrowed to $45.9 





6 


million, this was about the same size as the increase in 
international reserves ($45.3 million) recorded in 1986. 
International reserves stood at $226.8 million at the end of 
1986, up 25 percent over 1985. 


Projections for 1987 show a narrowing current account deficit. 
Exports are expected to grow about 12 percent to $327.6 million, 
principally on the strength of chemical and pharmaceuticals 
products, while continued low petroleum prices will help slow 
down import growth to 8 percent or $1.1 billion. Services 
should contribute a net $768.7 million, leaving the current 
account deficit at just $7 million. This trend suggests that 
the current account may have a slight surplus in 1988. 
International reserves may reach $246.9 million in 1987. 


C. GOVERNMENT BUDGET AND EXTERNAL DEBT 


Recognized internationally as a tax haven, the Bahamas does not 
impose taxes on personal income, corporations, capital gains, 
inheritance, estates, or sales. However, government revenues 
are obtained from other sources, principally import taxes, which 
account for over half of total revenues. Other revenue sources 
include business licenses, gambling and property taxes, and 
harbor and airport fees. Government revenues in 1986 were 
estimated at $381.1 million, slightly h*gher than 1985 figures. 
Import duties, estimated at $221.7 million, generated 58 percent 
of total revenues in 1986. Total expencitures declined 2 
percent to $399.7 million in 1986. Current expenditures last 
year hit $358.7 million, with 57 percent ($205.4 million) going 
to salaries. Capital expenditures, at $41.0 million, were 2] 
percent lower than 1985 and were concentrated primarily on 
infrastructure (water supply and transport, Family Islands 
electrification, and other public works) and secondarily 
housing, education, and health projects. 


The 1987 budget totals $546.5 million, with $479 million in 
current expenditures ($230.6 million in salary costs) and $67.5 
million in capital works. As previously, the largest budget 
recipients were the Ministries of Education ($91 million) and 
Health ($67 million). Likewise the capital budget emphasizes 
school construction and rehabilitation, roadwork, and airport 
and dock redevelopment. 


The external debt situation of the Bahamas historically has not 
been serious, although low merchandise exports make debt service 
(debt payments as percentage of exports) appear high, averaging 
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19 percent from 1982 to 1985. However, as a result of large 
borrowing (approximately $100 million) to build the Bahamian 
Government-owned Cable Beach Hotel, the debt-service situation 
changed demonstrably in 1986. Debt repayments nearly tripled to 
$141.2 million or 48 percent of merchandise exports. Successful 
renegotiation of the remaining debt not only changed the 
repayment schedule but brought an additional $25 million. The 
debt service picture should decline somewhat in 1987 (exact 
amount unavailable) and return to more normal levels 
subsequently. 


D. MONETARY AND CREDIT POLICY 


The Government of the Bahamas has described its monetary policy 
as “accommodative” in an atmosphere of high liquidity, slow 
credit growth and declining interest rates. Currency and demand 
deposits (Ml) have increased an average of 12 percent per year 
during 1980-86, and in 1986 stood at $267.2 million, up 14 
percent over 1985 levels. Savings and fixed deposits (M2) 
increased at about the same average rate during the period, with 
1986 M2 at $535.6 million, up 10 percent over 1985. The Central 
Bank lowered its discount rate by | percent to 7.5 percent in 
April 1986, prompting commercial banks to lower their prime 
rates to 9 percent. The Bahamian Government had expected these 
movements to yield salutory effects on domestic investment. 


Commercial bank credit was increased by $59 million in 1986, up 
11 percent over 1985. However, $44 million of that increase 
went towards personal (consumer) loans, which continued to be 
the single largest category for commercial credit. No 
significant increases in credit were obtained for the productive 
sectors. Government credit was reduced by 37 percent to $18.3 
million. 


E. INFLATION AND EMPLOYMENT 


In 1980-84, the Bahamian inflation rate was nearly identical to 
that of the United States. However, in 1985-86, the 
differential widened slightly as Bahamian inflation on the 
Consumer Price Index (CPI) rose to 5 percent in each of those 
years. These rises were due principally to increases in the 
food component of the Bahamian CPI, which rose 5 percent and 9 
percent in 1985 and 1986, respectively. The Bahamian Government 
has not kept regular records on employment, making an informed 
extensive comment on trends in labor force size and unemployment 
impossible. The 1980 census showed a labor force of 87,052, and 
75,709 employed, yielding an unemployment rate of 13 percent. 
The 1986 Census showed that the labor force had grown 27 percent 
to 110,900 and the employed ranks had grown 29 percent, 
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to 97,592, while unemployment declined to 12 percent. 
Unemployment on the Family Islands most probably exceeds the 
national average figure and could run up to 25 percent there. 


II. IMPLICATIONS FOR U.S. BUSINESS 
A. TRADE 


The Bahamas imports nearly everything to support the needs of 
its tourist trade and to supply domestic requirements. Total 
1986 imports (including oil for local consumption) totaled $1.02 
billion, up 12 percent over 1985. In 1986, $748 million in 
goods were imported from the United States. This comprised 
about 73 percent of total Bahamian imports, and consisted mostly 
of food, chemicals, furniture, automobiles, and petroleum 
products. The 1987 figures through March show Bahamian imports 
of American goods up slightly from 1986 at $193.4 million. 

Total imports of U.S. goods for 1987 may hit $813.6 million if 
observable trends are maintained throughout the year. The best 
prospects for U.S. exports to the Bahamas should remain food, 
petroleum products, chemicals, furniture, and other consumer 
durables. The tourism industry should also continue to provide 
opportunities for hotel and restaurant equipment. The 
construction sector should provide sales opportunities for 
building materials. The Bahamas became a beneficiary of the CBI 
in March 1985 and is thus eligible to export a wide range of 
locally produced items duty and quota-free to the United States 
for the period of the program. In 1985, Bahamian exports of CBI 
eligible products totaled $168.3 million, rising to $208.3 
million in 1986; exports in 1987 are projected at upwards of 
$221 million. Principal Bahamian exports are pharmaceuticals, 
shellfish, aragonite, fruits, and vegetables. 


B. INVESTMENT 


A combination of unique international and domestic incentives, 
as well as an excellent infrastructure, make the Bahamas a 
promising investment location, despite relatively high labor 
costs. In addition to being a CBI beneficiary, the Bahamas is 
also a beneficiary of the Lome Convention, giving an 
export-oriented investment project eligibility for similar 
duty-free exports to the European Community. This duty-free 
access can extend comparative advantages for a number of 
products, especially agro-industry, and assembly and light 
manufacturing. In addition to the well-known tax advantages of 
the Bahamas, several investment incentive packages are offered 
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by the Bahamian Government to attract industry, providing relief 
from customs duties on raw materials, machinery, and building 
materials for tourist, agricultural, and industrial 

investments. The Bahamas has identified several areas suitable 
for foreign investment; project profiles are available for 
purchase from Bahamas Agricultural Industrial Corporation, the 
investment promotion organization (see addresses below). 


The Bahamas historically has been the recipient of significant 
investment from the United States. Total U.S. investment is 
estimated at $3.4 billion, concentrated mostly in tourism, 
industry, and real estate. However, in recent years some 
petential American investors have complained of slow government 
response regarding the granting of work permits for expatriates 
and the approval of investment proposals. Interested investors 
are advised to contact the U.S. Embassy for additional 
information or obtain the U.S. Embassy publication “Investment 
Climate in the Bahamas." 


American investors in most fields are eligible for Overseas 
Private Investment Corporation (OPIC) risk insurance against 
expropriation, war, insurrection, and inconvertibility of 
foreign exchange. In addition, OPIC offers U.S. investors 


guarantee programs. OPIC also maintains a computerized 
investment opportunity bank which seeks to identify and match 
potential foreign investment projects with U.S. investors 
seeking opportunities in the Bahamas and other nations. Further 
information on OPIC programs can be obtained at the U.S. Embassy 
or at OPIC (See below). 


FURTHER INFORMATION 


UNITED STATES GOVERNMENT 
U.S. EMBASSY 
MOSMAR BLDG., QUEEN ST. 
P.O. BOX N 8197 
NASSAU, BAHAMAS 
(809) 322-1181 


U.S. DEPARTMENT OF COMMERCE 
MR. AMERICO A. TADEU 

DESK OFFICER FOR THE BAHAMAS 
ROOM H3314 

WASHINGTON, D.C. 20230 

(202) 377-2527 
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OVERSEAS PRIVATE INVESTMENT CORPORATION 
1129 20TH ST. N.W. 

WASHINGTON, D.C. 20527 

(202) 653-2925 


BAHAMIAN GOVERNMENT 


EMBASSY OF THE BAHAMAS 

600 NEW HAMPSHIRE AVE., NW 
WASHINGTON, D.C. 20037 
(202) 338-3940 


BAHAMAS CONSULATE 
INGRAHAM BUILDING 
25 SE SECOND AVENUE 
MIAMI, FLA 33131 
(305) 373-6295 


MINISTRY OF ECONOMIC AFFAIRS 
P.O. BOX N 3034 
NASSAU, BAHAMAS 
(809) 322-8064 


BAHAMAS AGRICULTURAL AND INDUSTRIAL CORPORATION 


P.5. BOX N 4940 
NASSAU, BAHAMAS 
(809) 322-3740 

OR 

MR. ANTHONY PRATT 
767 3RD AVE. 

SUITE 900 

NEW YORK, N.Y. 10017 
(212) 371-7203 


CHAMBER OF COMMERCE 


BAHAMAS CHAMBER OF COMMERCE 
P.O. BOX N 665 

NASSAU, BAHAMAS 

(809) 322-2145 
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7 Your Staff Washington 


Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We’ll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


_1 Yes! 


Name 
Organization 
Address 
City 


DOC/BAI 
8/84 


ara ee a 


Country 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


UO 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 


below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


Here’s my check made out to the Super- 
intendent of Documents. 


L] Charge my VISA or MasterCard No. 


LITT TTI TTT Tt ttt tT) 


(Signature) 


(Expiration Date) 











